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Italy, and the fair towns of Champagne. The perfected bill of
exchange now spread to England and Flanders and thence to
north Germany; rather later, to Scandinavia. Its use became
universal among financiers and traders who had permanent
foreign connexions.

There are several reasons for its popularity. Under skilled
manipulation it accomplished a conversion from the currency
of one region into that of another without the risks involved in
transport of specie and the dangers of evading bullion restric-
tions ; it cut out actual cash transactions to a large extent. Thus
the merchants suffered less than might be imagined from the
defects of the monetary systems. The employment of the bill of
exchange normally necessitated resort to a member of a small
circle of specialists which had a far-flung chain of branch estab-
lishments and representatives. The relations of these people
depended absolutely on mutual understanding and knowledge.
Negotiability could therefore be depended on even though the
law-courts of the countries concerned were chary of giving
assistance to a third party (not an agent) in possession of bills.
The exchange document offered the opportunity for trading in
credit, and, by extension, for borrowing and lending money at
interest without any challenging infringement of usury laws.
A persistent flow of bills passing more or less frequently in settle-
ment of debts from hand to hand eased the tightness of metal
currency and, in fact, as the volume increased, acted as an
inflationary ancillary.

In the age of the Reformation international trade was financed
almost entirely by bills of exchange, only a small stream of specie
now flowing precariously along the trade routes for the settle-
ment of inter-state balances and for obscure dealings in bullion.
The rates of exchange, moreover, were ruled within wide
limits by the demand for bills at the money centres.1 We have
many accounts dating from this period which analyse the com-
plexities of the bill business and list the different kinds of

1 The import and export specie points were much wider apart then than they
now are between gold standard countries. This was due to the greater costs of
moving bullion and the charges made for coining at the mints.